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Aims and Objects 


The Canadian Society of Cost Accountants and 
Industrial Engineers and its affiliated Societies, 
The Society of Industrial and Cost Accountants of 
Ontario, The Cost and Management Institute of 
Quebec, The Society of Industrial Accountants of 
Alberta, and The Society of Industrial Accountants 
of British Columbia are Societies organized to 
study the problems of industrial accounting and 
of related phases of business management. The 
objects of the Societies shall be to promote and in- 
crease the knowledge, skill and proficiency of its 
members in all things relating to cost and indus- 
trial accounting, business organization and man- 
agement; to develop a full appreciation of the 
purposes and uses of accounting in industry to en- 
courage the use of sound accounting principles; to 
contribute towards the improvement and develop- 
ment of technical methods to the end that the cost 
and accounting functions may become increasing- 
ly valuable as a guide to management; to supply 
its members with information on the most up-to- 
date methods and to assist them in solving their 
individual problems; and to advance the profession 
of Industrial Accountants by granting degrees 
through its affiliated Societies to qualified mem- 
bers denoting the possession of standard qualifica- 
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History of the Society 


HE Canadian Society of Cost Accountants was incorporated by 

letters patent of the Dominion of Canada on May 3, 1920, and 
is subject to the conditions and restrictions contained in the Do- 
minion Companies’ Act. On June 10, 1930, the name was changed 
to The Canadian Society of Cost Accountants and Industrial Engi- 
neers under which name it has since functioned. Various Chapters 
of the Society were organized throughout the Dominion of Canada 
to provide the members with the opportunity of becoming known 
to one another, to hold meetings for purposes of hearing addresses 
on accounting and related subjects and to discuss the many prob- 
lems peculiar to accountants. In addition the Society publishes a 
monthly magazine, “Cost and Management,” which magazine con- 
tains articles on accounting subjects and information relating to 
the activities of the Societies so that members will be fully in- 
formed. 


The Society held annual examinations on various accounting 
subjects for those having the required qualifications and upon the 
successful completion of such examinations and the submission of a 
thesis a Certificate of Efficiency was granted. As the Society con- 
tinued to grow the need was felt that its members should receive 
greater recognition and that a Degree should be granted that 
would be recognized throughout the Dominion and place its mem- 
bers on an equal basis with those members of other accounting 
Societies. One of the restrictions applicable to a Society organized 
under Dominion Law was that such a Society could not engage in 
the educational field as such an activity was restricted to organiza- 
tions incorporated under Provincial law. Therefore, in 1941 appli- 
cation was made to the Province of Ontario and the Province of 
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Quebec for permission to incorporate under Provincial law with 
the right to issue educational courses and grant a degree to those 
members who had successfully passed all the requirements. The 
request in both instances was granted and in Ontario The Society 
of Industrial and Cost Accountants of Ontario was organized with 
the right to issue the degree Registered Industrial and Cost Ac- 
countant (R.I.A.). In Quebec the Cost and Management Institute 
was organized with the right to issue the Degree of Licentiate of 
the Cost and Management Institute (L.C.M.I.). In 1944 applica- 
tion was made to the Legislature of the Province of Alberta and in 
1945 to the Province of British Columbia for the same purpose. 
Permission being granted, The Society of Industrial Accountants of 
Alberta and the Society of Industrial Accountants of British 
Columbia were organized with the right to issue the degree Regis- 
tered Industrial Accountant (R.LA.). 


Although the above Societies have been formed The Cana- 
dian Society of Cost Accountants and Industrial Engineers con- 
tinues actively in existence to serve the Provinces not having in- 
dividual Societies and to co-ordinate the activities of the various 
Societies so that a consistent policy is maintained throughout the 
Dominion. Also, the Canadian Society continues to publish the 
Society magazine and distributes it to all members regardless of 
the Society to which the member belongs. 


The Society and its affiliated Societies show continued growth 
and it is anticipated that in the near future additional Societies 
will be formed in the Provinces not presently being served by a 
Provincial Society so that Accountants residing in those Provinces 
will be able to secure the benefits to be derived from a Provincial 
Society through the availability of the educational courses and the 
consequent receipt of a recognized degree upon completion of the 
necessary requirements. 
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About Membership 


EMBERSHIP in the Society is not restricted to any one class 
or profession. It is open to everyone who is interested in 
Accounting, Cost Accounting, Business Management and allied 
subjects. Its members include: 
Accounting Executives including treasurers and comptrollers. 


Accountants and internal auditors in commercial and industrial 
business and government service. 

Cost Accountants 

Public accountants who are interested in the industrial field. 
Industrial Engineers. 

Factory and Plant Managers who recognize the importance of cost 
accounting as a means of control. 

Accountants and heads of the industrial advisory departments in 
Banks 

This group of our membership is growing rapidly, owing to an in- 
creasing need for a clear understanding of the problems of their 
industrial clients and to keep abreast of changing accounting methods 
in industry. 


The membership is of three classes as follows: 


1. Certificated or Registered Members. Those members who 
have completed the prescribed course of study and successfully 
passed the required examinations, and have satisfied the Educa- 
tional Committee as to their actual experience. 


2. General Members. Those members who are actively en- 
gaged in or interested in the profession of accountancy, and those 
who have an interest in the aims and objects of the Society, but 
who do not wish to undertake the studies required to become a 
Registered Member. 


3. Student Members. Those members who are following the 
prescribed course of studies leading to Registered Membership. 


Membership fees are Fifteen Dollars per year payable an- 
nually for Registered and General Members. (In Ontario, the fee 
is Twenty Dollars for Registered.) Student memberships are Five 
Dollars per year. In addition there is a special fee of Ten Dollars 
per year for those general members residing beyond reasonable 
distance from a Chapter. 


The Society has over 1700 members and is rapidly growing, 
not only in numbers but in its sphere of influence. 
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Local Chapters 


HE Society has Chapters in eighteen cities from Quebec City to 
Victoria and other Chapters are in the process of organization. 
Meetings are held semi-monthly or monthly and all affairs are 
under the direct supervision of Chapter officers and directors in 
accordance with certain regulations laid down by the Provincial 
Councils. No additional fee is required for membership in the 
Local Chapters as a percentage of the fees paid to the Provincial 
Societies is turned back to the Chapters for use in their local activi- 
ties. The primary purpose of Chapter meetings is to provide 
members with the opportunity of coming together and discussing 
their mutual problems, exchanging information and becoming per- 
sonally acquainted with others in their chosen profession. Meet- 
ings usually take the form of a prepared address on a technical 
subject by competent and qualified speakers with a discussion 
period following the address. All subjects are discussed from the 
stand-point of practical application and have contributed greatly 
to an improved efficiency in those businesses that are represented 
at the meetings. The subjects chosen relate to Accounting, Cost 
Accounting and Management problems. 


Although most of the meetings are given over to technical 
discussions, social activities are not overlooked. This is highly im- 
portant for a wide acquaintanceship in one’s profession is a most 
valuable asset. It also contributes toward the establishment of a 
fraternal spirit that maintains great membership interest in the 
Chapters. 


Publication 


HE publication, “Cost & Management”, is issued monthly by 

the Society, and is mailed to all members. It contains technical 
articles dealing with Industrial Accounting and Management 
problems. There are at least two such articles in each issue, one 
of which is usually of general interest to our members and one 
which deals with specific problems or with systems of particular 
industries. Another section of the magazine is devoted to im- 
portant items of legislation which are of interest to Industrial 
Accountants. A third section consists of a digest of articles ap- 
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pearing in other accounting publications. If any of these articles 
are of interest to the members, a copy of the publication or the com- 
plete article can be obtained from the secretary’s office. A fourth 
section is provided for students and includes previous examination 
questions together with their solutions and appropriate comments. 


Magazines when retained form a very valuable collection for 
reference purposes. An index of the technical articles published is 
provided periodically. 


Year Book 


HE Society publishes annually a Year Book containing re- 

ports given at the Annual Meeting of the Canadian Society and 
the affiliated Provincial Societies. It also contains Bills of In- 
corporation and By-Laws of each Society and a list of the members 
by Chapters. By means of the Year Book, each member is fully 
informed of the affairs of the organization. 


Reference Library 


REFERENCE Library is maintained at the head “office for 

the convenience of the members. Books. arid articles deal- 

ing with every phase of Accounting, Cost Accounting and Manage- 

ment are included in the library. A topical index is sent periodical- 

ly to all members as a ready reference to the material which is 

available to them on application. This is a most valuable service 

to those companies that are aware of the need for bringing their 
systems up to date. 


Employment 


T# Society maintains an employment service which provides 

a clearing house for vacancies and for members seeking em- 
ployment. Members are invited to file their qualifications when 
they desire to change their employment and assistance is given to 
those companies that are seeking qualified accounting personnel. 
This is a nation wide service operated without charge to our 
members. 
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Research and Service Department 


EMBERS are invited to send to the secretary any questions 

pertaining to their individual problems. These questions are 
referred to those members who are known to have had extensive 
experience in that particular field and their answers, together 
with any other material which may be available on the subject 
are sent to the member making the inquiry. Since our organization 
is national in its scope and since every type of business and in- 
dustry is represented in the membership, there is a wide field of 
knowledge on which to draw for information. Major problems in 
the field of industrial accounting are made the subject of extensive 
research and reports are made available to the members. 


Educational 


LTHOUGH the Society has for many years set examinations 
and awarded certificates of efficiency to successful candidates, 
it was felt that the Society could contribute much more to industry 
and to its members by providing a specialized course of studies in 
Industrial and Cost Accounting and by making available some 
form of recognition to those who attained certain standard qualifi- 
cations. It was not only desirable that recognition should be given 
to those who were deemed to be qualified in the field of Industrial 
and Cost Accounting but also to provide a standard by which 
business men could judge the qualifications of Industrial and Cost 
Accountants when employing some one for this purpose in their 
own business. 


Since educational matters come under Provincial jurisdiction, 
it was necessary that authority be obtained from the various Pro- 
vincial Governments to grant degrees. Appropriate legislation was 
sought and secured in the Province of Quebec in 1941 and in the 
Province of Ontario in 1942. A similar step was taken in the Prov- 
ince of Alberta in 1944 and the Province of British Columbia in 
1945. 


These Provincial Societies are affiliated with the Canadian 
Society of Cost Accountants and Industrial Engineers and through 
that body are affiliated with each other. By this means, a member 
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obtaining the degree in any one of these provinces will be ad- 
mitted to Registered Membership in any of the other Provinces 
without further examination. The Provincial Society in Quebec is 
known as the Cost and Management Institute and their degree 
designation is Licentiate of Cost and Management Institute 
(L.C.M.I.). In Ontario, the Society is known as the Society of In- 
dustrial and Cost Accountants of Ontario with the degree designa- 
tion of Registered Industrial and Cost Accountant (R.LA.). In 
Alberta and British Columbia, the names of the Societies are the 
Society of Industrial Accountants of Alberta and British Columbia 
respectively, each having the designation of Registered Industrial 
Accountant (R.ILA.). 

When appropriate legislation was secured in the Province of 
Quebec and Ontario, the Educational Committee of the Society 
immediately began its task of preparing suitable courses of study 
in collaboration with recognized universities. As a result of the 
efforts of this committee, the Society now conducts a specialized 
course in Industrial and Cost Accounting including the following 


subjects: 
Primary Business Mathematics 
Accounting I. 
Intermediate Accounting II. 
Fundamentals of Cost Accounting 
Final Advanced Cost Accounting 


Industrial Organization and Management 
Industrial Legislation 
In addition to completing these courses and passing the pre- 
scribed examinations, the candidate is also required to submit a 
Cost Accounting Thesis acceptable to the Educational Committee. 


These courses are provided by correspondence in Accounting 
I. and Accounting II. through Queen’s University and the re- 
mainder through the University of Toronto. Evening lecture classes 
are also conducted at L’Ecole Superieure de Commerce, Quebec 
City; McGill University and St. George Williams College, Mont- 
real; Carleton College, Ottawa; McMaster University, Hamilton; 
the University of Western Ontario, London. The courses given are 
uniform in all cases. Examinations are prepared under the direc- 
tion of the Co-Ordinating Educational Committee and examiners 
are appointed by this same Committee and as a result rigid control 
is maintained over the examinations and the grading of the papers. 
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To assist the students in their studies, most Chapters sponsor 
study groups which meet weekly or bi-weekly under the direction 
of senior members. In these study groups, students are given 
assistance in their problems and are provided with an opportunity 
of discussing matters of mutual interest with other students. As a 
result of this educational programme, the Society is providing a 
source of qualified personnel as well as contributing toward a 
higher standard of industrial and cost accounting practice. 


Advantages of Membership 


YOU have a stake in the future of industrial and cost accounting 
in Canada. Even though you may not necessarily be en- 
gaged in the actual field of accounting, the success of your 
business depends upon the controls which the accounting 
department provides and the manner in which these con- 
trols are utilized in the management of business. It is to 
your advantage to be kept fully informed on new develop- 
ments and new accounting techniques. 


YOU need the opportunity to discuss your problems with others 
in your profession. It is to your interest and the interest of 
the company with which you work that you develop the 
acquaintanceship of other men in your profession. The 
fraternal spirit which has become an integral part of each 
Chapter has proved to be of great value to the individual 
members in coping with their day-to-day problems. 


YOU need competent and qualified mén around you. Every 
executive knows that the success of his work depends 
largely upon the calibre of men he has to assist him. The 
Society is training men for you, men who have the particular 
understanding of the broad principles of industrial account- 
ing. This is a decided advantage over men whose knowledge 
is drawn from experience in one or two companies. 


YOU have an interest in the development of a higher standard of 
industrial accounting and the improvement of its status in 
industry. The Society has made great strides in placing in- 
dustrial accounting on a higher plane. It is to your advan- 
tage to have a part in its continued advancement. The 
greatest satisfaction which one can have in life is knowing 
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that he has contributed something to the advancement of his 
chosen profession for the benefit of those who will come 
after him. The activities of this Society provides ample 
opportunity for you to make this contribution. 


YOU need to be kept informed of new developments in your 
chosen field. This comes to you through the publications. 
These articles bring you vital information as to what is 
being done by others. They form a source of reference for 
you in meeting your own individual problems. 


How to Become a Member 


PPLICATION forms can be obtained either from the office 

of the Secretary-Manager or from the Secretary of the near- 
est Chapter. A list of the Chapters with the Chapter Chairman 
and Secretaries is listed on the back cover. Just fill in the applica- 
tion form and attach your cheque for the membership fee and 
mail it either to the Chapter Secretary or the Secretary-Manager, 
66 King St. E., Hamilton, Ont. 


Eleven 


















Chapter Officers 
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Chapter Officers—Continued 
MONTREAL CHAPTER 


Chairman: N. S. Verity, C.A., L.C.M.I., St. Lawrence Flour Mills Ltd. 
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ST. MAURICE VALLEY CHAPTER 


Chairman: H. Pike, Shawinigan Chemicals Ltd. 
Secretary-Treasurer: J. U. Courteau, Shawinigan Water & Power Co. 
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Chairman: Richard C. Lucas, R.I.A., National Paper Box Company, Ltd. 


Secretary-Treasurer: F. H. Walton, R.I.A., Cost Inspection and Audit 
Division. 
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WINDSOR CHAPTER 
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» EDITORIAL « 


Eyes Forward! Salute the New 1946 


The war is over, but,—listen to the warning of Jock Curle:— 
“And we would hope that something 

Should be altered 
In the cruel and fundamental law, 

But we must beware or the moment will escape us; 
It has done so before. 

And we must see that out of the practical slaughter 
Rise no mere vapoury dreams, 

But a world where the poor are fed, the tyrents humbled, 
And men know what life means.”’ 


In an address of Sir Stafford Cripps, he says, “The danger of defeat 
and the compulsion of war once removed, the old differences between 
classes or sections of the community have come back to destroy the unity 
of purpose of the people.” It is somewhat summarized in the above 
quotation. 

The post-war period, to date, in Canada, has been definitely punctuated 
by active labour demonstrations. The present indication of the results 
point to a tightening of the “value” for “work done’ factors. Whether 
the labour organizations have been aware of it or not the workmen are 
being led closer to the basis of “payments for results.” This condition will 
be further covered in an article to be published in a later edition. 

This “Payment for Results” basis might warrant the mention of certain 
portions of the views set out in ‘Increased Production”, as follows :— 

“In the welter of investigations into post-war economic problems one 
supremely important problem is being overlooked, if not entirely neglected. 
This problem is probably the greatest and worst crucial of all the complex 
social and economic questions which will beset the nation with the coming 
of peace. 

“In brief, it is the problem of our national efficiency, the problem of 
bringing the community output of goods and services of every kind to the 
highest level possible in the light of our resources of labour, materials and 
capital equipment. 

For all practical purposes then, the best measure of efficiency is the 
output of a single worker in an hour of work. 

“In plain words, the output of the Canadian worker in an hour of work 
must be increased. This is the fundamental requirement from which there 
is mo escape. 

“Over a vast field of Canadian industry—the rewards of the worker 
are standardised. The efficient and energetic worker receives no more for 
an hour's work than the lazy or inefficient. The worker is paid by the hour, 
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not by his output, his reward is measured by the time he spends in production, 
not the contribution he makes to production. 

“This undemocratic and grossly uneconomic situation can be corrected. , 
The main remedy lies in the application, wherever possible throughout 
industry, of systems of wage payment based on the principle of “payment 
by results.” 

“It may be confidently asserted that there is no single policy which 
could contribute more to the enlargement of the total national income and 
to the improvement of the real standards of life of the workers than the 
adoption of ‘payments by results’ as an integral part of the Canadian indus- 
trial structure. Its importance can scarcely be over-estimated.” 

While these comments may appear radical in some respects, when 
compared with the progress in industrial and commercial enterprise during 
the English and continental period of 1200 A.D. to 1600 A.D., there are 
some favourable points to be considered. It might be kept in mind that 
in economic progress we cannot stand still over a period of time. There 
is always either depreciation or appreciation.: The labour-management 
relations might be quite different at the present indicated scientific accomp- 
lishment rate during the last five years, in fifty years, or even in twenty- 
five years. 

Shall our 1946 plans be fixed for the future or should our plans be 
flexible enough to be adjusted quickly as the trend of commerce may 
indicate? 

May we suggest that the CONTINGENCIES of 1946 will best be faced 
with a plan amply designed for FLEXIBILITY. 





Our Twenty-Fifth Anniversary 


The Canadian Society of Cost Accountants & Industrial Engineers is 
now in its twenty-fifth year of service to accountants and industry. The 
many members who have taken a leading part in its activities and who have 
been responsible for its growth and the shaping of its policies, may well 
look upon their accomplishment with a feeling’ of satisfaction. Indeed, 
those who enjoy the privileges of our Society to-day may well regard these 
men with admiration and respect and continue the affairs of the Society 
knowing that its foundation has been well laid. Many of our original 
members are still with us and are witnesses of the results of their efforts. 
Others, whose tasks have been completed, are but a cherished and revered 
memory. 

Possibly the most notable accomplishment is that. which has come 
during the past four years with our entry into the field of education and 
the securing of legislation in four of the Provinces for granting degrees. 
This step has brought new recognition to industrial and cost accountants 
and will improve their status as the degree grows in prominency. Our 
educational activities have also been a notable contribution to industrial 
and commercial business, as we are now able to provide a source of account- 
ants fully qualified specifically for the industrial and commercial field and 
our degree creates a standard by which their qualifications may be judged. 
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Since making this extension of our activities, our membership has increased 
by almost 100%. 

This, our twenty-fifth year, is a year of accelerated activity in all Pro- 
vincial Societies and in all Chapters which will be climaxed by an Annual 
Meeting and dinner befitting the occasion. While it may appear a little 
premature to mention the Annual Meeting and dinner, this will be one to 
which the members may well look forward with great anticipation. The 
location will be the General Brock Hotel in Niagara Falls on June 15th 
and 16th with the annual dinner taking place on Friday evening. The 
Hainilton and Niagara Chapters are jointly acting as hosts and piss are 
already under way. One of the highlights of the annual dinner will be 
the presentation of the Fernie Trophy to the Chapter having the highest 
standing in membership increase. To keep the Chapters well posted, we 
are publishing the Chapter standings each month. The honour presently 
rests with the London Chapter and Calgary is not far behind. These two 
Chapters have done an excellent piece of work and have made tremendous 
advances since the beginning of our fiscal year. Chapter activities fur the 
year are just at the halfway mark so there is plenty of time for other 
Chapters to challenge the lead. 





New Members 
Bay of Quinte 


R, J. A. Taylor, Mead Johnson & Company of Canada Ltd. 

William S. Stone, C.A., Chartered Accountant. 
Edmonton 

A. E. Anderson, Pilkington Bros. (Canada) Ltd. 

R. N. Gibb, North West Industries Ltd. 

T. M. Knight, North West Industries Ltd. 
Fort William-Port Arthur 

H. B. Harling, Thunder Bay Paper Co. Ltd. 
Hamilton 

Raymond Dutchburn, Ruddy Freeborn Co. Ltd., Paris, Ont. 
Kitchener 

G. Keith Watson, Beatty Bros. Ltd., Fergus. 

Bruce T. Beattie, Biltmore Hats Limited. 
London 

H. L. Anderson, Polymer Corporation Ltd., Sarnia. 
Montreal 

P. O. Tremblay, Dominion Rubber Company. 

R. Ledoux, Verdun, Que. 

F. W. Raper, Thorp-Hambrock Co. Ltd. 

Emile Fortin, Chartre, Samson, Beauvais, Gauthier & Cie. 
Quebec 

Gerard Reny, Charlesbourg, Que. 
Toronto 

G. D. Stevenson, Sangamo Co. Ltd. 

H. C. Brown, Lever Bros. Ltd. 
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Mary F. Watts, Lever Bros. Ltd. 

N. V. Roe, Dunlop Tire & Rubber Co. Ltd. 

Shirley Pearson, Dunlop Tire & Rubber Co. Ltd. 

T. R. Spafford, G. H. Wood & Co. Limited. 
Windsor 

Thomas Grandin, C.A., Macdonald & Healey, C.A. 
Non-resident 

T. L. Fraser, Dome Mines Ltd., South Porcupine, Ont. 





Chapter Notes 


CALGARY CHAPTER 

At our rgular dinner meeting held in the Club Cafe on Nov. 8th, 
Mr. C. R. Holt, R.I.A., Accountant of Motor Car Supply Co. of Canada 
Ltd., Calgary, and one of the Chartered members of this Chapter, gave us 
an interesting and detailed lecture on ‘Wholesale Merchandising Account- 
ing’. A good number of student members were present and a very educa- 
tional question period followed. 

Mr. David N. Gardiner, Secretary of the Municipal District of Conrich, 
spoke at the regular meeting held on the 13th December on ‘Municipal 
Districts, Their Powers, Duties and Responsibilities’. All members present 
are now fully familiar with the Accounting Procedure adopted by one of 
the best managed Municipal Districts of the Province. 

Our congratulations are extended to Fred H. Ougden, R.I.A., of this 
Chapter, and Secretary-Treasurer of the Alberta Society, who recently 
changed his affections from the Union Packing Co. to General Supplies 
Ltd. Calgary Agents for Chevrolet and Oldsmobile cars. Good luck, Fred, 
in your new position. 

We are also glad to announce the addition of three student members 
during the past month: 

Baycroft, Bernice, P/O. W.R.C.N.S. 

Delay, Frank, Robin Hood Flour Mills Ltd. 

Cummer, W. J., General Petroleums Ltd. 


EDMONTON CHAPTER 


A supper meeting -was held at 6 p.m. in the small dining room of the 
Corona Hotel and at this meeting the fourth lecture in the series on Cost 
Accounting was given by Professor C. L. King, of the University of Alberta 
Professor King’s subject was Process Cost Accounting. He at first outlined 
how this type of cost system differed from Specific Order Cost Accounting, 
and gave examples of industries in which the Process Cost system is used. 
The problem of inventory valuations was discussed and consideration was 
given to L.I.F.O. and F.I.F.O. methods. Mr. King’s lecture was presented in 
an interesting manner and was enjoyed a great deal by the well-attended 
meeting. 


KITCHENER CHAPTER 


An interesting talk on “The Daily Profit and Loss Statement’, a 
system in vogue at the Canadian General Rubber Company, Limited, Galt, 
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Ontario, was given by the general manager and vice-president, H. S. Ireland, 
at the December meeting of Kitchener Chapter, held at Preston. ; 

By using the six keys to the future, “Why, What, When, Who, Where 
and How’, the daily statement setup keeps the executive informed as to 
the progress of production, inefficiencies, and overlapping. Mr. Ireland 
said a new bookkeeping system is used which he termed “dynamic’’ to 
replace the conventional standard system or “‘static’’ which is utilized in 
most industrial undertakings. Co-ordination of department héads in keeping 
daily record charts is required and this is forthcoming in the Galt concern 
through a bonus system. 

The cost of operating the scheme is negligible and the overall saving 
considerable. 

Feature of the meeting was a Christmas fowl draw, proceeds of which 
were handed over to the Preston Canadian Legion Christmas Tree Fund. 
The prizes were won by Ralph Harris and Clifford Bucklin, of Kitchener; 
James Babcock and Edward Clemens, of Galt, and Jacob Bregman, Jr., and 
Norman Hagen, of Preston. 

In the absence of the chairman, E. C. Codling, the vice-chairman, Mel. 
Walker, occupied the chair. The guest speaker was introduced by J. 
Babcock, and a vote of thanks tendered by Alec Wight. 


LONDON CHAPTER 

The London, Ontario Chapter of Industrial and Cost Accountants of 
Ontario held their November meeting at the Hotel London, on the 22nd day 
of the month, 1945. Mr. C. E. Costain, chairman, presiding. 

We were very fortunate in having Mr. A. G. Howey, R.I.A., of the 
Mercury Mills, Hamilton, Ontario, as our guest speaker, and was intro- 
duced to the Chapter by Mr. J. Nelson Allan, Secretary-manager of the 
Society. 

Mr. Howey addressed the members and visitors on the subject of “Pre- 
paration and Operation of Budgets’, explaining the importance of budgets 
on account of changing conditions. 

The speaker defined very carefully the preparation of budgets in refer- 
ence to sales and orders, Expenses, Productions, Inventory control, and 
Purchasing and Financial balance sheet. Operation was carefully explained 
2s to manufacturing, replacements of plant, etc., and the avoiding of mistakes. 
Results: profit improvement. 

There was a general discussion after Mr. Howey’s address which was 
entered into by a large number of the members and visitors and Mr. Howey 
inswered all questions and gave some very useful information. 

A vote of thanks was tendered Mr. Howey by Clif England. 


There were 29 members and visitors present. 


OTTAWA CHAPTER 
Our last meeting, held on December 6th, was, without a doubt, the 
most successful of the season. Our guest speaker was Mr. A. F. Gurr, 
General Cost Accountant for the Consolidated Paper Corporation Ltd., who 
came up from Grand’Mere, Que., to give us a paper on “Standard Costs’. 
The meeting was extremely well attended and the discussion period which 
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followed was a real highlight. Mr. Gurr handled his answers to the barrage 
of questions very ably and everyone present was most enthusiastic. 


VANCOUVER CHAPTER 

On December 13th, the members of the Vancouver Chapter had the 
pleasure of hearing Dr. G. M. Weir, Minister of Education for the Province 
of British Columbia, explaining the need for educational reform and the 
necessity of elevating the social and economic status of the teachers. Dr. 
Weir made very clear the problem of juvenile delinquency and offered some 
very definite suggestions as to the steps that could be taken toward abolition 
of juvenile crime. 

The address was a very pleasant change from the customary technical 


talks. 
VICTORIA CHAPTER 


The regular monthly meeting of the Victoria Chapter was held on the 
evening of Thursday, Dec. 13th, at which time we had the pleasure of 
welcoming a new member, Mr. R. Henderson, Falconer Marine Industries, 
Victoria. 

Our Chairman, Mr. K. R. Genn, gave a short talk on the preparation 
of Balance Sheets and other financial statements, after which we had 
a very interesting and profitable discussion on balance sheet classification. 

We are hoping to form a “discussion” group early in the year, which 
should be helpful to everyone. 

Our next monthly meeting will be held on 10th January, 1946, and it 
is proposed to make this open to outsiders (upon invitation) who may be 
interested. Mr. F. G. Coburn, of Vancouver, will be the guest speaker. 

We have lost to Vancouver one of our very keen Directors, Mr. J. M. 
Scott, business reasons having compelled him to make his home in that 
city. Our loss is Vancouver's gain. 


WINDSOR CHAPTER 


The regular monthly dinner meeting of the Windsor Chapter was held 
on Thursday, December 6th, in the Norton-Palmer Hotel. The meeting 
was addressed by Mr. Roy W. Roberts, of the Trusts & Guarantee Co. Ltd., 
Toronto. Mr. Roberts gave a very interesting talk on Wills and Estates, 
and Succession Duties. Many questions followed the address and were 
answered by Mr. Oral Birchard, Manager of the local branch of The Trusts & 
Guarantee Co. Ltd. 


LETTER TO THE EDITOR 
Dear Sir:— 

I'd just like to pass on this little note about a meeting which I attended 
in Preston last Wednesday evening. The meeting was sponsored by the 
Kitchener Chapter of our Society and there were some fifty or sixty 
members present. 

I think this was a very fine turn-out and this Chapter certainly deserves 
a great deal of credit for the grand meeting. 

Too often we look upon these rural branches as our “Country Cousins”, 
but I must admit that I was greatly surprised and pleased to see how they 
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conduct themselves. In fact, I am going to strongly recommend that some 
of their splendid ideas be adopted in our own Toronto Chapter. 


H.. E. (GREEN, R:1-A. 





Personals 


We extend our sincerest congratulations to Mr. R. W. Louthood, 
L.C.M.I., on his promotion to the office of Comptroller of the Quebec 
Hydro Commission. Mr. Louthood is a Past Chairman of the Montreal 
Chapter and a Past President of the Canadian Society of Cost Accountants 
and Industrial Engineers (1935-36) and is still very active in the affairs 


of the Society. 











| Current Legislation 








By ADAM C. ZIMMERMAN, B.A. 


Commercial Accommodation 

Order Number 583 of the Wartime Prices and Trade Board, effective 
as of the Ist day of December, 1945, amends Order Number 315 and relaxes 
to a certain extent the rigid regulations applied to commercial leases and 
accommodation generally. This Order creates a ‘rentals code’ and applies 
only to business rentals. The changes thus introduced are of importance 
and the following resume may be of value. 

1. The definition of “Commercial Accommodation” has been expanded 
and now includes property occupied by The Crown. Until the recent enact- 
ment, there had been considerable doubt that space leased by The Crown 
could be classed as commercial accommodation within the meaning of the 
former regulations. ‘ 

2. The rental-ceiling imposed on commercial leases is modified to 
exempt therefrom leases made on or after the Ist day of December, 1945, 
provided such leases are for a term of not less than five years and contain 
no provision for determining the tenancy during the said term. 

3. Section 13 of the former Order 315 which allows recovery of 
possession in accordance with the provincial law in that behalf in certain 
cases is now extended to include any property of which the landlord is a 
municipal corporation. 

4. The wartime permit system for the serving of notices to vacate is 
repealed and is superseded by a more simplified procedure. 

5. A landlord may now terminate the commercial tenancy in cases 
where the tenant becomes obnoxious within the meaning of the regulations. 

6. Order 315 is extended to allow a landlord to pre-determine a 
term-certain lease in accordance with the provincial law but provides that 
a tenant whose lease has been so pre-determined may remain in possession 
as a monthly tenant. 
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MANUFACTURING 

Order and Billing Systems 

Production Order Systems 

Purchase Order Systems 

Payroll Systems, Accounting Reports 

Salesmen’s Bulletins, Price Book 
Sheets, Quotas, etc 

Charts, Maps, Graphs, Drawings, etc. 

WHOLESALERS 

Order and Billing Systems 

Salesmen’'s Bulletins, Price Book Pages 

Price Book Changes 

FINANCIAL INSTITUTIONS 

Daily, Weekly and Monthly Statements 

Trust Reports, Stock Transfers 

Installment Loan Systems 

INSURANCE COMPANIES 

Policy Card Records, Bulletins to Agents 

Reports, Stotements & Abstracts 

PUBLIC SERVICE 

Merchandise Orders, Service Orders 

Requisition and Purchase Order 
Systems, Bid Requests 

RAILROADS 

Passing CorReports, OperatingReports 

Car Interchange & Interline Exchange 

Accounting and Finoncial Statements 

MEAT PACKERS 

Order and Billing Systems 

Sales Bulletins and Price Lists 

Accounting and Financial Stotements 


COST AND MANAGEMENT 





DEPARTMENT STORES 
Accounting and Financial Reports 
Sales and Stock Reports 

Ruled Forms, Bulletins, etc 


CHAIN STORES 
Warehouse Order and Billing 
Price Lists and Changes 
Advertising Loyouts 


CONSTRUCTION & BUILDING 
Specifications, Bid Requests 
Drawings and Sketches 


PRINTING & PUBLISHING 
Printing Orders 

Advertising ond Circulation Statistics 
Advertising Presentations 

Poyroll Systems 

Reports and Statements 


ASSOCIATIONS 
Bulletins to Members, Credit Inquiries 
Statements and Reports 


ACCOUNTANTS 
Profit and Loss Statements A 
Bolance Sheets, Audit Reports 
Ruled Forms, Working Papers 


GOVERNMENTS 
Accounting Reports, Bid Requests 
Purchase Orders 

Engineering Drawings 

Charts and Graph« 
Specifications 
Material Lists 
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Profitable peacetime operations stem from prompt delivery of 
goods—things accomplished—costs curtailed! Supreme in the 
field of business systems, Ditto’s One-Writing Method has proved 
itself the easier—quicker— more economical way to get things 
done in every line of business. 

Without mats—without stencils—Ditto streamlines procedures 
of the most complex nature—takes routine office copying in stride 
— provides copies of anything written, typed or drawn in 1 to 8 
colors—assures photographic accuracy. Master sheets—on paper 
stock—are so inherently flexible that all, or any part, of data may 
be used (or added to) whenever, wherever needed. 


jSaaeeenee MAIL COUPON TODAYaoneneneee 


Call or write today for 

more facts about Ditto. DITTO of Canada, Ltd., 185 Bay St., Toronto, Oat- 
Please send us free, without obligation, actual 
forms and literature showing how Ditto can 


be used in your business. 


Company Name.... 


Business Sysltons My Name.......- i 7 i? Tite. : Pcie toe 


MM iiss isis icnttucdckcetcnsuendcersnssetrKaangee ove 
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7. Asa preliminary step in the relaxation of the provisions controlling 
the termination of commercial leases, The Rentals Administrator now has 
authority to exempt any lease of business accommodation from the former 
rigid conditions in any of the following circumstances so that possession 
of the lands and premises may be recovered in accordance with provincial 
law :— 

(a) If the new tenant will give permanent employment to substantially 
more persons than the existing tenant. 

(b) If suitable alternative accommodation is available for the tenant. 

(c) If the landlord is a hospital, educational, charitable or religious 
institution and requires the tenant's accommodation for its own purposes. 

(d) If vacant possession of the accommodation is required in order 
that the landlord may make substantially higher and better use of the land. 

(e) If the tenant's need for the accommodation as a place in which to 
conduct his own business has ceased as evidenced by his having assigned 
his lease or having sublet the whole or a substantial portion of the accom- 
modation to another. 

(f) If the landlord or his son or daughter formerly conducted a business 
in the accommodation, which business, by reason of war, ceased to be 
carried on therein, and the accommodation was subsequently let to another 
and the landlord or his son or his daughter now desires to re-establish the 
former business in the said accommodation. 

(g) If the accommodation is held vacant. 

(h) If the applicant is a public utility with a franchise which requires 
possession of the accommodation for its own purposes. 

(i) If the landlord, prior to February 1, 1945, obliged himself to give 
possession to another tenant at some future date, and the tenant, at the 
time of making the present lease, was so informed. 

(j) If the displacement of the tenant is necessary in order that the 
landlord may comply with the requirement of a duly constituted govern- 
mental authority. 

(k) If the tenant is obliged to sell the products of his landlord to 
the exclusion of similar products of another. 

(1) If, before 1st December, 1945, the landlord purchased the com- 
mercial accommodation in order to conduct therein his own business because 
he was under an obligation to vacate or had vacated a commercial accom- 
modation by reason of a notice to vacate given to him before 1st Decem- 
ber, 1945, under the provisions of Order Number 315. 

Applications for a Rentals Administrator's exemption based on any 
of the aforesaid provisions are required to be filed in the local office of the 
Administrator on special forms provided. The parties will be heard by 
the Administrator or his deputy and if the case is proved, the Administrator 
may now exempt the tenant's lease from the formerly existing rigid controls 
and the termination of the lease will be governed by the provincial law. 
Certain Orders in Council 

1. The Treasury Board recommend an Order in Council 139/7157 pro- 
vides that rubber tires, casings and inner tubes shipped to the United States 
by any Canadian manufacturer under permit of the Rubber Controller to 
be mounted as original equipment on motor vehicles for shipment to Canada 
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shall not be subject to customs duty on importation of the said motor vehicles 
so equipped, but shall be subject to the sales tax on the value of the 
Canadian made tires. 

2. A series of Orders in Council have been enacted repealing the 
majority of the wartime restrictions imposed on the manufacture, sale and 
export of most of the essential products of the Dominion. The remaining 
controls relate, for the most part, to the price structure of the country, hous- 
ing accommodation, foreign exchange and trade with former enemy states. 
There has been within the last three months a decided move towards the 
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By HAROLD BRICKER, C.G.A., R.I.A. 





re-establishment of a peace time economy. 

Members of the Research Committee of Cost and Management. 

It is true that there is literally no such committee. But, wouldn’t it 
be a fine progressive policy to have such an organization borne in 1946? 
Such a group should be representative of Industry, Business, Engineering, 
Public Accounting and the educational fields in which these are interested. 

Such an organization should be representative of those sources of new 
developments in recording and particularly in costing procedures and 
policies. 

Members must of necessity, in the first instance, be VOLUNTARY 
for the reason that interested and active representatives would probably 
never be discovered by direct approach in this large Canadian country. 

This Department would be pleased to act as the initial clearing house 
during an organization pericd. 

Have you any NEW Canadian developed IDEA which you would be 
interested in offering for the GOOD of the members of Cost and Manage- 
ment with the hope that some other subscriber might offer something from 
which you yourself can benefit? 

Would YOU be willing to GIVE some of your personal time, and be 
capable of contributing “Suggestions’’ which might qualify you for a mem- 
bership in this RESEARCH COMMITTEE which we are hoping to sponsor? 

We can reap during 1946 only in proportion to what we are willing 
to SOW (pronounced “SO’’). 

On with 1946! 

Research in Industrial Accounting 

The N.A.C.A. according to their bulletin, has, and encouraged, the 
organization of a Committee on Research. It is interesting to read some of 
their aims and the proposed program which covers such points as these 
we here note. 

The committee, under the leadership of a chairman, has met and is 
proceeding with the development of a constructive program. 

The very strong human interest note, the social and fraternal aspects 
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so familiar to and so cherished by all members, especially the older ones, 
has been powerful in making the educational purpose effective. 

It is both fortunate and fitting that the most zealous of the members 
have actively supported the idea and have consented to become members 
of their first committee on research. 

Their reports have been mainly factual. They have sought, by the 
collection of data, to show the extent or prevalence of different practices. 

They have performed the very useful and necessary function of determin- 
ing the relative prevalence of different accounting and cost practices. 

The Cost accounting and the Accounting trends during the war period 
are furnishing the basis for further progress and development in this field 
for the benefit of conversion and ultimately of peace time industry. A 
review of the past clearly indicates the directions of this progress. The 
committee must constantly strive for a consistent, co-ordinated, and effective 
attack upon this ever-changing problem encountered in these fields. 

It is likely to develop that different purposes require different pro- 
cedures, so that a priority of purpose, determined for proper reasons of 
business policy, will be tantamount to determining a priority of method. 
Different answers result according as the emphasis is laid upon profit de- 
termination, long or short run views, inventory values in the balance sheet, 
operating factors or a number of other considerations. 

Occasionally the committee may desire to offer a statement of its own 
views upon matters of importance and current interest. Such statements 
will obviously call for the most careful consideration in their preparation. 
The voice of the committee as a whole should be used sparingly and only 
with the approval of such action by the National Board. 

As in their case, such a venture may well enlist the enthusiasm of the 
executive of the Canadian Society as a whole. Adequately carried out, it wili 
represent fulfillment of a large segment of the obligations which Cost 
Accountants owe to society. These obligations include a constant striving 
to raise the ethics of the profession, the standards of practice, procedures 
and to increase, on the part of all concerned, the general understanding 
of the subject matter with which cost accountants deal. 

There is no doubt about there being a Canadian field for Cost Research. 


Industrial Accounting in Competitive Enterprise 

The Journal of Accountancy recently published an article under the 
above heading by their immediate past president, Mr. M. A. Moore. With 
the editorial comment, there are a number of points of interest to executives 
in general. 

Every business executive is looking for an up-to-date solution to the 
same basic problem. It is, how to secure the maximum employment of 
which his enterprise is capable with a maximum production which at the 
same time will realize a satisfactory margin of profit. To solve this 
problem he must rely upon information compiled by the industrial account- 
ant, for whom the war has created new responsibilities. 

There is no profit in WAITING! The time is NOW! 

How well is business prepared to wage this competitive battle? A 
great deal of thought has been given to post-war sales plans, equipment 
and production laycuts, and personnel requirements. But, one of the best 
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weapons of a successful business enterprise,—an aggressive, well organized 
cost accounting division—is in danger of being overlooked. In the recon- 
version of Canadian industry to peacetime production, the industrial execu- 
tive must make full use of it. 

The post-war demands on the accounting departments have indicated 
that they can be served more effectively by the INDUSTRIAL 
ACCOUNTANT. 

The term industrial accountant is used in reference to accountants in 
the employ of private industrial companies, to distinguish them from 
accountants in public practice. It is a broader term than either financial 
accountant or cost accountant since the accounting activities of the indus- 
trial company include both financial and cost accounting. 

The executives’ prime post-war problem is simply, progressive existence 
through being able to make a profit while at the same time promoting 
maximum production and therefore maximum employment. A profit is 
necessary because without it enterprise cannot continue to exist. Maximum 
production and employment are desirable because the aim of all employers 
must be to insure a high degree of employment in industry, as a whole, 
in order to support the kind of economy that we want in Canada. 

It is obvious that “jobs” are the social, economic and political must 
of this post-war period. “Will there be an opportunity to work?” is the 
single problem that affecis: the happiness, security and economic welfare 
of the greatest number. Whether an industry employs fifty or ten thousand, 
the winning of the peace will be the goal, for all, in the attainment of 
these objectives. 

Determining what the true costs are is not easy. What the costs 
really are, is the responsibility of the Industrial accountant. He must 
provide this information to the management, to the best of his ability, so 
that in turn the management can establish and determine the PRICING 
POEICY. 

Industrial management must be capable of recognizing and understand- 
ing the different uses of cost. Management must realize that costs used 
for inventory valuation may be valueless for purposes of determining pric- 
ing strategies. There is nothing inconsistent about stating that the kind 
of costs that are used for determining the economics of one process as 
against another may be entirely different from the costs used either for 
inventory valuation or for determining pricing policies. The recognition 
and application of the different uses of costs is the modern result with 
the development of modern cost-accounting principles. Many older account- 
ing systems are based on the principle tending to conform to tax accounting. 
The accounting view points of the pre-war period, the war period, the 
reconversion period and the post-war period must be fully appreciated. 

NOW and TO-DAY, cost control is a major responsibility. The indus- 
trial accountant does, of course, play a major role in sparking the program 
and administering, through his reports and statistics, the techniques developed 
for management aids. It is well to keep in mind that cost control and cost 
reduction are the major responsibilities of all production executives. 

In this post-war period the elimination of waste will, more than ever, 
be not only the cream of the profit but the competitive margin. For 
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example, the distribution cost will have to be modernized. No longer will 
it be possible to treat these costs as a broad assessment to be added as a 
percentage to the production costs. Competition may give the customer 
the privilege of wanting to pay only for what he receives and not a general 
charge for distribution that might include the costs of services to others. 
This may mean that it may be necessary to do some further cost research 
in the distribution field. It may develop that distribution costs will be 
organized functionally and accounts arranged within each group in such 
1 way as to yield unit costs by salesmen, products, territories, by size of 
order, by method of delivery, or any combination of these factors. The 
idea of attaching a cost to each service may sound Utopia but competition 
is bound to force a more accurate application of distribution costs than has 
ever been achieved before. 

In proving that our system of private enterprise can measure up to the 
challenge of maximum production and maximum employment, management 
must solve these problems. The Industrial Accountant has an apportunity,— 
act, and obligation—to play an important part. 

Beware of Earning Statements For the Year 1945! 

Profit and Loss statements for 1945 will be greatly distorted in many 
cases by special accounting adjustments arising from the end of the war. 
The common factor of these adjustments will be the acceleration of amorti- 
zation of defense facilities due to the termination of hostilities. Many 
equipment and war materials were written off, at the termination of war 
contracts, which would have been ordinarily deferred to later periods. 
Another consideration on the favourable side is war contract termination 
reimbursement. Where substantial reconversion reserves have been accumu- 
lated, these have already been, partially at least, reduced. 

Accounting adjustments of this kind are inevitable, at such a time, 
when so many abnormal influences affect business operations and asset 
values. These factors must be eliminated in peacetime operations. 
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In Canada, the overall economic and business picture looks well for 
1946 
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COST AND MANAGEMENT 


Science and Management 


By A. V. MADGE, L.C.M.I., Secretary-Treasurer, Crawley, McCracken, Ltd. 
An Address Before the Toronto Chapter 


The subject “Science and Management” has been selected for discussion 
this evening. Management should be of interest to this group, because we 
are all part of it, or because we have positions that require a considerable 
degree of managerial ability. The average man in the street, however, 
regards the scientist with a jaundiced and myopic eye. True enough, we 
all admire the stupendous achievements of the scientific workers, but they 
do not seem to talk our language and, as a result, most of us are more 
interested in the announcements of their final achievements, than in the 
methods employed by them in reaching their various goals. The same might 
be said of the scientist and the reason is quite simple. The scientist employs 
the symbols and language of science and the business executive uses the 
symbols and language of finance and management. Did you ever hear two 
foreigners speaking in their native tongue? What happened? Unless you 
were of a most peculiar temperament, your mind did everything within its 
power to save you from a feeling of ignorance and caused your ear to 
tune out the foreign conversation and accept a conversation in your own 
language going on further away. Psychologists recognize and, at times, 
employ this normal mental idiosyncrasy. This is a good time to point out 
that you now know the reason why many’ workers fail to grasp what their 
fellow workmen are doing at the next desk or bench—to save them from 
a feeling of ignorance and inferiority, their senses are compelled to ignore 
what is going on about them. Knowing what we now know, let us train 
a worker for another job. It’s going to be rather simple. First, we tell the 
worker all about the other job and just how easy it is to do; we thus 
lead his mind towards accepting the possibility of doing the job. Second, 
we show the worker how simple the job is; thus revealing the possibility 
of doing the job. Third, we permit the worker to do the job and, almost 
invariably, you will find that his mind has, through understanding the 
language of the job, permitted him to accomplish it. Simple trick to take 
away with you! Here is the point: we have just used a very simple scien- 
tific principle. We have employed a worker's imagination to help overcome 
his hidden fear of the unknown—and the employment and right use of the 
imagination is definitely a scientific principle. 

Although examples and applications of scientific principles may be seen 
everywhere about us, very few business executives seem to apply such prin- 
ciples in their everyday tasks. It would seem that executives who ignore 
scientific principles are failing to employ a tool of great value. Here, in 
ordinary language, are a few scientific attitudes: 

1. Never base final conclusions upon a single or a few observations. 

2. Never experiment blindly—plan the work AND ACCURATELY RE- 
CORD THE EXPERIMENT. 

Superstitions, ‘‘signs’ of good or bad luck and “charms” are not 
reliable. 

4. Nothing can happen without a cause—a traceable cause. 


ye 
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5. All strange and mysterious occurrences have natural causes. 
6. Statements not supported by convincing proof are not facts. 
Make careful and accurate observations and statements. 


8. Ideas and opinions may change—truth itself never. 





9. Two simultaneous events are not necessarily connected. 

10. Avoid snap judgment, intuition, rumour, personal opinion and guess- 
work. 

11. Be willing to change viewpoint when proven wrong. 

12. Collect facts over as long a period as is necessary to properly solve 
the problem. 

13. Things are not always what they appear to be. 


These attitudes appear to mean little or nothing to many of the 
executives we all have met. You have all, in fact, encountered business 
managers who: 

1. Refused to hire a red-headed employee because that was a sign of bad 
temper. 

2. Played “hunches” because they were better than the good judgment of 
others. 

3. Prided themselves upon their ability to make quick decisions. 

4. Refused to tolerate opposite opinions advanced by subordinates. 

5. Were inalterably opposed to any changes in design or method. 

6. Always ‘'stick by their guns” after making a decision. 
Why carry on? You know the business men you have met! 

Scientific Methods. 

Although much has been written about the results obtained through 
controlled scientific experimentation, there is very little literature available 
which deals with the fundamental principles employed. About as much 
has been wrtten on what constitutes a scientific experiment and how it 
should be conducted. Because of this, a great deal of guesswork and per- 
sonal opinion that is passed off as scientific experimentation has been 
acceptec at its face value by business men when even a science student, just 
starting with the fundamental principles of scientfic investigations, would 
find hilarious aspects in the conclusions as .presented. 

All scientists employ essentially the same methods when conducting 
an experiment—even though the procedure might and does vary. The 
scientist first states the question—that is, he makes sure of what the question 
or problem is and he then writes it down in clear, understandable language. 
He then decides just what procedure he will use in trying to find the 
answer. Next, the proper materials, information and instruments to be 
used in his experiments are selected. Then, proper controls are established 
He then proceeds with his experiments, continually recording, dating, and 
timing if necessary, the observations he makes. He invents check experi- 
ments; plans and makes new observations; evaluates his observations, data 
and procedure, and adjusts errors and defects in the conditioas of his experi- 
ments. Finally, from his controlled observations, the scientist gives his 
conclusion or answer to the problem. That answer is given only after the 
facts, as found, are judged to be really related to the matter under considera- 
tion; that they are sound and sensible; and that the facts are sufficiently 
complete to allow a conclusion to be made therefrom. The chief difference 
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between an ordinary experiment and one that has been scientifically con- 
ducted is that one has been made under controlled conditions without con- 
sidering personal opinions, while the other is not. 

Here is a simple example of the way in which many men react to the 
question, “Which weighs the most, a quart of milk or a quart of cream?” 

Personal opinions: 1. Cream is heavier than milk because it is thicker. 

2. Milk is heavier because cream floats on it. 

Ordinary experiment: Weigh a bottle of milk and a bottle of cream. 
State conclusion. 

The scientist cannot be satished with the above methods. In a general 
way, the following illustrates how he would view and work on the problem: 


STEPS EMPLOYED IN PERFORMING A SCIENTIFIC EXPERIMENT 


The Question: 

Which weighs the most, a quart of milk or a quart of cream? 
Problem Stated: 

Does a quart of milk weigh more than, less than, or the same as a 
quart of cream? 
Materials Needed: 

A quart bottle entirely full of cream. 

An empty quart bottle. 

A container full of milk. 

Accurate scales. 

An accurate thermometer. 

A rinsing sink with water tap. 

Procedure: 

Carefully weigh the bottle of cream and record its weight. 

Take temperature of the cream. 

Pour cream into the second bottle. 

Thoroughly rinse first bottle. 

Wipe the bottle carefully to remove all traces of water. 

Weigh the empty bottle and record its weight. 

Fill the bottle with milk of the same temperature to the former level. 

Wipe the outside of the bottle to remove any exterior milk. 

Carefully weigh the bottle of milk and record its weight. 

Deduct the weight of the empty bottle from the previously recorded 
weights of cream and bottle and milk and bottle. 

Compare the remaining net weights. 

Controls: 

The same bottle, the same scales, the same temperatures. 
Checks : 

Different lots of cream and of milk. Also compare weights of cream 
and milk at various temperatures. 
Conclusion: 

A table giving the results of the above series of experiments. 

I am not suggesting that business executives should devote their 
energies to the weighing of milk and cream. I do believe, however, that the 
method we have just illustrated embodies principles which, if followed by 
business men, would assist in arriving at more accurate conclusions to 
management problems. The scientist does not express opinions or announce 
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conclusions until he has considered the matter from every conceivable angle. 
Business executives should adopt this attitude. Very few do. 


Far too often, business executives say that something is being done, or 
is to be done, in a scientific way; when what they really mean is that it is 
being done, or is to be done, the way they want it done, or the way they 
think it should be done. Business executives are not entirely at fault when 
they think their management is operating on a scientific basis. Theories 
of scientific business management have so clouded and befuddled the minds 
of business men that very few of them actually realize the true meaning 
of doing things in a scientific way. I do not mean to infer that there is no 
such thing as scientific business management or that scientific methods can- 
not be applied to management. What I do wish to stress is that the 
executive who honestly expects to practice scientific management methods 
must, of necessitv, develop a scientific attitude when approaching his prob- 
lems. Unless a business executive is capable of developing and using a 
scientific attitude, capable of hard, applied mental labour, capable of pro- 
longed, directed concentration, and capable of ignoring his own personal 
opinions and the personal opinions of his associates, it is a waste of time 
for him to undertake the complicated task of mastering scientific manage- 
ment—and a further waste of time trying to convince others that he is doing 
his job in a scientific manner. It may be said with some assurance of truth 
that, as a science, management has lagged far behind the physical sciences 
and, moreover, that management, with but extremely rare exceptions, has 
not yet been developed into a science. Management can gradually develop 
into a science as more and more executives learn to apply the principles of 
scientific investigation and analysis in their work. All business is ultimately 
the affair of human minds. Business starts from minds, it works through 
minds, it serves minds. The success or failure of every business enterprise 
depends entirely upon the mental powers of human beings. The best plant 
and raw materials that money can buy are valueless without human effort 
directed by human minds—and most executives never give a thought to the 
mental processes of their associates, their employees, or their customers 
By placing too much emphasis on operating procedures, and little, if any, 
on mental processes, management is losing the benefit of what is undoubtedly 
the most powerful and far-reaching tool available to modern business. 

I am not a psychologist and I am not in business as an industrial 
consultant. I can, therefore, make a statement that is absolutely divorced 
from any chance of personal monetary gain. I believe that every firm of 
industrial consultants should, and sooner or later must, employ the services 
of well-trained and practical business psychologists. I believe that all 
large enterprises will, sooner or later, be compelled to carry as members 
of their staffs men qualified to practice industrial psychology. I firmly 
believe that business will gain thereby. Monetary gain is, after all, the 
chief motivation of industry. 

Dr. Hugo Munsterberg, Professor of Psychology, Harvard University, 
in his book Business Psychology, has this to say: 

“By industry and commerce and transportation alike the demands 
of minds are to be satisfied. And every step needed for this satisfaction 
involves the attention, the thought, the ideas, the emotions, the instincts, 
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the impulses of human minds. It is not absurd to call the best-trained 

specialists for the supervision of those machines and yet be satisfied 

with the most superficial, amateurish impressions when it comes to the 
judgment on that much more important factor in the play, the human 
mind? The manufacturer takes it for granted that the chemical pro- 
cess by which he dyes his wares must be judged by chemists. But 
whether the minds of his thousands of employees are in the right 
attitude, are prepared for the work, and are able to perform it by their 
inborn make-up is left to the fancies of the foreman without ever con- 
sulting the psychologist who devotes his studies to such problems of 
the mind. It is as if a barrier separated the quiet, scholarly investi- 
gations of the student of the mind from the practical work of those 
whose success depends upon an understanding of the mind.” 

“We can hardly imagine that this would happen in any other field. 

As soon as the scholars have made their discoveries in the physical 
laboratory, these are at once carried into the market; new machines are 
built and only the latest is welcome. But the faithful study of the 
mind is left to the psychological scholars, and the market, which is 
entirely dependent upon the working of the mind, remains untouched 
by such knowledge. Everything goes on as it did thousands of years 
ago. Everybody feels sure that he knows enough about the life of the 
human soul. Everybody behaves as if it were very difficult to under- 
stand the physics and chemistry of the commercial products, of the raw 
material, and of the machines, and as if it were important to gather 
all possible expert knowledge, but at the same time everybody feels 
certain that he knows enough about the mind of the customer and the 
mind of the workingman, about the mind of the clerk and the mind 
of the advertisement reader, about the mind of the manufacturer and 
the mind of the salesgirl. Here too he shows not the slightest interest 
in drawing on the knowledge of the expert and making the fullest use 
of the scientific dscoveries.”’ 

Business executives might well adopt the rule to employ the services 
of specialists in all fields whenever the demands of the business require 
such services. An executive cannot know everything and, if he expects his 
business to grow, he must learn to delegate to others certain responsibilities. 
Let the responsibilities be delegated to those who are thoroughly trained 
to assume them. Management means control. No executive who buries 
himself in detai! work can possibly give proper time and consideration to 
the management of his business; the business suffering accordingly. 

Proper control is, or should be, the aim of management. Effective 
control is maintained when all the operations of a business are done in the 
manner, time and order, and by the person or persons planned to do it. 
The choice of the proper persons to do the work is the best assurance that 
the job will be completed as planned. The control of these persons is the 
best assurance that the job will be done most efficiently—and probably 
most economically. It would appear that management is mostly concerned 
with the handling of human beings, more particularly the human beings 
who comprise the departmental leadership of a business organization— 
it being assumed that these departmental leaders will exercise proper control 
over those under their jurisdiction. 
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It is not necessary for the business manager to have a specialized 
knowledge such as should be required from all the departmental heads in 
his organization. It is not necessary that he be able to do all or any of 
their jobs. It is necessary to understand their function. And it is most 
essential that each individual function be guided, directed and controlled, 
and that no individual function is given undue importance. Executives have 
written about, talked about, and argued about which department of a busi- 
ness brings in the money, which department saves money, and which deaprt- 
ment has just a nuisance value. In each case, the executive reveals by 
his viewpoint the department from which he originally sprung. Few, indeed, 
are the executives with the vision to see and tne training to understand that 
profits are made, or losses incurred, by the organization as a whole. 

Some executives may have arrived at the conclusion that their type of 
business, being different, can get along nicely without scientific research. 
Let's examine the point. Better still, let’s remove from business some of the 
findings of science. There would be:— 

No telephone. Bell was a scientist in every sense of the word. 

No electric lights. Edison and his associates conducted thousands 
of experiments in order that you might have a better lighting system. 

No clock or watch. These resulted from astronomical research; 
and mathematicians computed the gear trains necessary. You still 
depend upon the astronomer to give you the correct time. Can you 
imagine business without time? When would you start and when would 
you finish? When would you make an appointment? How could you 
set standards of performance—time and motion studies are based on 
an accurate time factor. No hourly rates would be possible. In fact, 
without time, business would find it difficult to measure performance. 

No radio. The radio industry would not exist. By the way, the 
discovery of the radio is an interesting example of scientific co-operation. 
Roemer, observing the four larger moons of the giant planet Jupiter 
and discovering that occulations did not always occur at the times he 
had computed, arrived at the conclusion that light takes time to ravel. 
He was right. In 1805, Thomas Young, acting on Roemer’s computa- 
tions, developed the theory that light travels from luminous bodies in 
undulations similar to water-wave ripples. In 1864, J. C. Maxwell 
showed that a connection existed between light and electromagnetism, 
and predicted the possibility of projecting electromagnetic waves 
through space by means of electric discharges. In 1886, Henrich Hertz 
created such waves with an oscillator, and in 1890, Edouard Branley 
devised a coherer for detecting Hertzen waves. In 1893, Sir Oliver 
Lodge perfected the Branley coherer, and in 1895, Papoff used it in an 
apparatus for detecting electric waves at a distance. In 1896, Marconi 
perfected the first practical instrument for radio communication. You 
know the rest of the story. Radio, after all, is merely the scientific 
harnessing of another form of light. 

No alloys. This means we would have nothing made of any 
metallic alloy. The iron-nickel combination of metals found in siderites 
(metallic meteorites) gave the suggestion to our laboratory technicians 
of processing the intensely tough nickel-steel alloy used in precision 
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tools, automobiles, locomotives, armour plate and all the other mechani- 

cal contrivances. You would have no machine shops, no typewriters, 

no adding and other computing machines. 

No plastics. Plastics are a product of scientific research. 

No paper. Scientists produced paper in all its forms. 

No mathematics. Figuring costs and selling prices would be 
almost impossible without our fairly modern decimal system. It used 
to be quite a job to multiply and divide. 

You have all seen fluorescent advertising signs and lighting fixtures. 
Did you know that these were brought about because scientists analysed 
those ribbon-like streams of phosphorescent, gossamery light, which appear 
to flux and reflux, double, triple, undulate, ebb and flow, fold and unfold 
with all the aspects of a fairylike drapery of variegated pastel shades, which 
appear in our northern skies and which we know as the Aurora Borealis or the 
“Northern Lights?” I could continue in this vein all evening, but why 
go on when you know as well as I just what science has done for mankind 
and for industry. Without science industry as we know it could not last. 
Without industry management would be unnecessary. 

If management depends upon industry and industry upon scientific 
research, why can’t management learn to use all branches of science? Why 
make a product before asking science about the colour scheme or design? 
The human eye has likes and dislikes. So has the human ear, the human 
nose and the human skin and the human taste. Science knows about these 
likes and dislikes and what causes them. Science knows why people act 
and think the way they do. You wouldn't think of building a bridge or 
a manufacturing plant without consulting some authority about the stress 
and strain the bridge or plant must undergo. I wonder how many executives 
consult an authority about whether or not the employees they. have selected 
are capable of undergoing the stress and strain of the jobs for which they 
have been hired; how many executives consult authorities about the smell, 
taste, sound, feeling, or eye-appeal of the products of their industries; how 
many consult authorities about markets for their products; how many consult 
authorities about those comfort factors, lighting, heating, ventilation, safey, 
so essential if employees are to accomplish their best. This fission, or 
splitting, of the uranium atom (which was first announced on January 26, 
1939) which did so much to shorten the last war would have been impos- 
sible without the collaboration of many scientists. It would be impossible 
to complete the great 200 inch telescope on Mount Palomar without the 
knowledge of scientists from many fields. Even when working alone, the 
scientist reaches out and grasps all available scientific kowledge. Manage- 
ment, too, should reach out, grasp and use all available knowledge. Man- 
agement should, whenever possible, use the methods employed by the 
scientist. 

No one can foretell just what use business may find for a purely 
scientific discovery. Let us consider for a moment the earthquake. Thou- 
sands of lives and untold property damage is the price that we humans 
have paid because of this natural phenomenon of nature. Scientists can 
now tell how to avoid such losses. It is merely a question of building 
according to certain scientific specifications which, unfortunately, most 
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modern buildings lack. Businessmen, however, seized upon the principle 
of seismic bracing because it saved in shipping costs and preserved goods 
from transportation hazards. Seismic or diagnol bracing is employed in 
shipping crates and boxes to obtain maximum strength with minimum 
weight. Seismic bracing is a direct discovery of scientists who have special- 
ized in studying earth tremors. Let us consider standards of measurement. 


Until the advent of the micrometer (an astronomical invention) industry 
was entirely dependent upon rule of thumb trade secrets for measurements. 
Without the micrometer and other measuring devices interchangeable 
machine parts would be impossible. The micrometer is an excellent device 
measuring as it does to the 10/1000 part of an inch. The scientist, however, 
looked upon that as being a rather crude standard of accuracy. When 
necessary, modern industry can employ a measuring medium giving accuracy 
to 3/1,000,000 of an inch. The medium employed is interferometry—study 
of the fringes caused by interfering light waves. In other words, you 
bounce light waves oft the surface to be measured and the shadow patterns 
or fringes which appear give the measurement. You have seen something 
like this in the colours noticed when oil is floating on water; the colours 
actually tell the thickness of the layer of oil on the water—different thick- 
nesses giving different colours. Simple isn’t it? This simple trick helped us 
to win the war. It is based on scientific analysis of light waves. Then by 
radio frequency modulation, it is possible to measure by electric micrometer 
movements as small as one tenth of a millionth of an inch! The analysis 
of light waves again. 

I believe we have heard enough to convince us that business depends 
to a large extent on scientific discoveries. We use these discoveries. Why 
can't we employ in management many of the principles that made these 
discoveries possible? 
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In Process Factory Cost Accounting 
By PHIL GLANZER, A.M.I.E.T., F.A.S.A. 


Cost accounting as commonly practiced is generally one of two types- 
the traditional job-cost method or the newer standard-cost system. Both 
have virtues and weaknesses. Job costs frequently are post-mortems, and 
standard costs may become exceedingly complex, particularly if the atten- 
tion of the cost accountant is attracted by variances that may arise and 
require explanation. The commonsense test of the desirability of any re- 
finement in a cost system is the determination of whether or not the savings, 
or the increase in degree of control, justify the additional expenditure for 
a breakdown of costs. 

There is presented here a third method—in-process cost accounting— 
which primarily combines the advantages of the other two, at the same time 
precluding unsatisfactory elements, and ultimately conferring its own merits. 
In-process cost accounting is a method which controls costs while articles 
are in the process of manufacture. It is based on a comparison of the 
actual cost at the end of a 30-day period with the anticipated cost, which 
is also referred to as the standard cost, budget cost or predetermined cost. 
The in-process method of cost control allows management to select at will 
any degree of refinement desired and, if results seem unjustified, to drop it, 
without in any way impairing the basic cost controls. The method accom- 
plishes a number of things: 

1. It gives management actual costs, by products and by departments, 
every 30 days. 

2. It permits checking the predetermined costs every 30 days so that 
adjustments may be made pursuant to acquired operating experi- 
ence and variations in labor and material markets. 

3. It enables management to anticipate cost changes quickly. 

4. It provides up-to-the-minute “cost history’ for compiling future 

predetermined costs. 

5. It allows production supervision to ascertain basic predetermined 
costs. 

6. Monthly data on production are available. 

7. Preliminary results—accurate for all but general costs (burden 
items) are available 5 to 10 days after end of month. 

8. Production supervision is made cost-conscious. 

9. The method affords incentive for production supervision. 

10. It eliminates buck-passing, for, in effect, the man who produces 
the goods enters into a contract at a price he himself predetermined 
as reasonable. By this method he also renders an accounting of 
his results. 

11. It gives production supervision evidence of a good job. 

12. Finally, the longer the method is in operation, the more accurate 
it becomes. 

In-process cost accounting is, then, advantageous both for top super- 

vision and departmental supervision in that a job well done is reported in 


language that is universally understood. 
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Three elements make up the cost of manufacture: labor, material and 
manufacturing expense. The sum of the three is the total cost of manu- 
facture of any sort. For the purpose of presenting the working method of 
in-process cost accounting, let us assume that an operation started at scratch 
and was in process for one month. At the end of the month a definite 
amount of material would have been used up and a certain amount of labor 
would have been expended, and both of these would have been paid for. 
In addition, certain manufacturing expenses would have been incurred. The 
sum of the expenditures for these things will represent the cost of operation 
for 30 days. At the end of this period, a number of finished items will have 
been shipped out of the department, and some will still be in various stages 
of manufacture. 

The value of the material in process at the end of the month represents 
the total INCREASE in the value of in-process materials. If this increase 
is added to the value of the goods shipped out of the department, the yield 
from a month's operation is obtained. By dividing the yield by the cost of 
manufacturing and multiplying by 100, a percentage of efficiency results. 
Obviously, if items of cost are taken at actual cost and if values of deliv- 
eries and in-process materials are taken at actual values, the maximum 
efficiency will be 100. In practice, however, efficiency is always less than 
100 due to waste, unavoidable scrap, shrinkage losses, etc. This, incident- 
ally, is a check that many companies make once a year when taking the 
annual inventory and making up a profit-and-loss from manufacturing state- 
ments. 

Let us now proceed to set up an in-process cost control. Select a 
relatively simple department for the first try. Suppose the department is 
going to manufacture toilet goods enclosures from molded cellulose acetate. 
To start operations only three sizes of cases are to be made, and we, as 
operating supervision of the department, will, in effect, enter into a con- 
tract with the sales deparment to manufacture the containers at a given price 
which will serve as a guide for the determination of their selling price. 
After reaching an agreement with the sales department that approximately 
100,000 of each size of container will be required per month, we shall have 
to predetermine the cost of the finished containers as follows: 


Predetermined Cost No. 1 Powder Container 


Labor Cumulative 
Material Burden Cost 

1/8 lb. Cellulose Acetate @ $.40 Ib. .050 
Preform CA Powder 

120/hr. @ $.90 hr. -0075 
Mold Case 60/hr. @ $.90 hr. .0150 
Trim Sprues and 
Flash Inspect. 60/hr. @ $.90 hr. .0075 
Scrap 10% 005 0028 
Assemble Lid to Bottom, wrap in 
Tissue and Pack 100 in Carton .0010 
Cartons @ .20 per 100 .002 
Tissue (@ $.10 per M .0001 


.0571 
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The average labor cost for manufacturing the other two kinds of cases 
is found to be approximately the same as above, that is $.03 per case. On 
the basis of a 40-hour week, about 60 employees will be required and the 
monthly payroll will be $9000.00 for labor to manufacture a total of 
300,000 items. Now we shall predetermine the manufacturing expense for 
the department per month in order to relate it to labor, and enter the ratio 
in the detailed predetermined cost above. In conjunction with the General 
Accounting Department, we can work up a sheet somewhat as follows: 


Pre-determined Manufacturing Expense Container Molding Dept. 








Supervision} POgeMa ii: kiidcosiscckesicccisinsccsesectucsesnssctseentecnaveetreseene nee $ 300.00 

=D ASSES Hage OR SERA NG gsi casi eins Gacavezsovsccnsersrenacsncuvcereccaiennee 225.00 
Clerical —1 Clerk 125.00 
PARMOR — sissccssevccssscecscyennsavsacexuseinasstovabigaeesaa wees ga taedensas os sonaased ateowaedeeaghaetoeses 90.00 
TB eG ee oes cscs os 82os scvesexcesag snatgicrvaxcvesssvaeiestecs aie thee esa aR 40.00 
Supplies (Gloves, Light Bulbs, Stationery, etc.) .........csceccseesserseeeeeees 100.00 
Miscellaneous: Expenses cies. scvsaccctisaciecsasesecaticasncovneereernsunne mentite 800.00 
Heating (755000 Reet: FlGO8 Space) 5 <ccsi:ccsscssssuscssntzcasisasvaccsescese eeetenes 80.00 
LST Pa: OG a G\ Cy can eo enna ee EOE RR RRR Re Bere Reyne cnt tn De 60.00 
Due SERA IN gz oust sneezes vaca acssan touch vas donetessoacees Werdrenscaceeanrenedenetecateaaaoee 240.00 
PRG PIGERS “CO DRAG IOS ool oc exscx ced ascieajesganstases oucestesacee aceon ue reoaar eae 90.00 
PRG EVAES 00h BNE REINS gc coo akeckagcaccaunceen sacs tavecsanerics sans teeat tes eaeaea eR 72.00 
EADS AEG Gir sees ay 25 cfd ede cove vec ccca sah ivevadtaviavinseian tases le TRAST e ee 320.00 
Depreciation Equipment ...................« secdeavdsecdeulivesh Cesedeae ec oieoubsenentes 500.00 
QIGCUP ANC IOOR SACO: ooss sos cased cence: suse ssesoscersxcsstantsans oan eacestese eee 600.00 
Total Departmental Share of General Factory Expense ............000. $3,642.00 
@' $40) pee Do liae of Tanee eck ccacaiics daca ce ee 3,600.00 


Wotal Incursed: Expense: or: Birdie caccccscacycccescs soaccecesessscscaveosacancoesetscren $7,242.00 





With our anticipated $9,000.00 per month for productive labor, our 
percentage figure comes out very close to 80%. We can use this figure in 
our detailed pre-determined cost and complete the estimate to look as 
follows: 


Pre-determined Cost No. 1 Powder Container 


Cuml. 

Material Labor Burden Cost 

'@ lb. Cellulose Acetate @ $.40 Ib. ........ .0500 .0500 

Preform CA Powder 120/hr. @ $.90 hr. 0075 .0060 .0635 

Mold Case 60/hr. @ $.90 hr. .........05. ; .0150 .0120 -0905 
Trim Sprues and Flash Inspt. 120/hr. 

COMES, 200) “20 «1 - a ee Pe ee ne .0075 .0040 .0995 
CEM ER NN Gases ce, coveuess eres sctessostencks yhsehonseees .0050 .0028 .0022 1095 
Assemble Lid to Bottom, Wrap in Tissue 

and Pack 100 in: Gartone...c.53.2..5.-:3:.- .0010 0008 1113 
Cartons @ $.20: per N00) <...c.sccccscccisten. .0020 
issue @- SO: pee Me cc cicessescsteacevevstatss .0001 





.0571 0338 .0250 -1134 
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Factory Cost . etenvesnencéssenss séeusccnavacecoasnltuan évandesses $ .1134 
per item 

To get the department operating, let us assume all the equipment is 
in place. We then start hiring the labor and purchasing the material. 
From the detailed predetermined cost we know that '%@ pound of molding 
powder is required per case, and assuming the other cases vary only in 
design we shall need 1% of 300,000 or some 37,500 pounds of acetate per 
month at full operation. The lowest price-quantity ratio is based on 
10,000 pounds and because it will take some weeks to get into full produc- 
tion, only 10,000 pounds are ordered for the first month’s delivery and 
then 37,500 for the second month. 

At 300,000 units a month, 3000 cartons will come to 20c each. How- 
ever, 10,000 cartons are purchased since this is the most economical price- 
quantity unit. Tissue required (one sheet for each unit) is 300,000 sheets, 
at $1.00 a thousand. Tissues are most economical in million-sheet lots, 
and we buy a million. 

In determining the actual material cost, we are concerned only with 
the value of material actually consumed each month. Hence, we shall need 
a materials sheet as illustrated below: 

At the end of the first month there is available an inventory of the 
balance of cellulose acetate, cartons and tissue, and the material that is not 
then on hand. This will be charged into cost of production, and we arrive 
at “materials used” by substraction. 

In this first month only No. 1 boxes were pressed; 6000 were completed 
and shipped, and receipts from the stores or sales department cover 6000 
f@ $11.34 per 100 or $680.40. Inventory of the in-process cases shows the 


following: 


Preforms : a eee 6,000 @  .0635 § 381.00 
Molded : me . 4,000 @ .0905 362.00 
Trimmed and Inspected Seeing 26,000 @_~ .1095 2,847.00 
Packed ....: Mae POE sisssisevevise 23000 @ i134 226.80 


Labor, according to the Payroll Department, amounts to $1,549.00. 

All this information is obtainable by the fifth or sixth of the month; 
the only remaining unknown is the incurred expense. Normally it should 
be 80 per cent. of the labor; hence an approximate figure is obtained by 
taking 80 per cent. of the labor payroll. This calculation will not be accurate 
because if the labor is high, overhead is also high. For the first month, 


however, it is a good starter. Now let us take a look at what we have: 


Monthly Cost Analysis — Container Department 
This Month To Date 





Material Used eer ae $2,589.00 $2,589.00 
Labor tee sabubtvacntdusacs= Senge Seat 1,549.00 1,549.00 
Burden (at predctermined percentage) . ee 1,239.20 1,239.20 
Total Actual Cost of Manufacturing $5,377.20 $5,377.20 


Beginning In-Process Inventory a disvsieusstic Steweemenetecere,  _-Serguncebanloners 
Ending In-Process Inventory ...... # 3,816.80 3,816.80 
Change In-Process Inventory .......... passe 3,816.80 3,816.80 


680.40 680.40 





Value of Deliveries 
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4,497.20 4,497.20 


Value of Product at Predetermined Cost . 





Manufacturing (Prohtt Or) LOSS css5cascncesssseccessnssteosassess 880.00 880.00 
Ratio of Actual to Predetermined Cost (5,697.20 + 
GD SAAO) asisvekssaanidessacantsncsenoscasctastvnssteteeszenscsasstecieses 1.19 1.19 


Cost of No. 1 Cases—$11.34 x 1.19 equals 
$13.49 per C. 


So far all the work has been done in the operating Department. The 
foreman will submit a copy of the Preliminary Cost Analysis to his immediate 
superior and a copy to the Accounting Department. He will also send to 
the Accounting Department a copy of the In-Process Inventory and a copy 
of his receipts for containers shipped along with a summary thereof; and 
finally a copy of the Stores Inventory Summary. 

The Accounting Department may not be able to make the expense 
distributions until the fifteenth of the following month. In the meantime 
the production supervision will have a cost of 15 per cent. in excess of its 
predetermined cost to account for, and each day it is incurring greater loss. 
With the exception of burden, costs, which are readily accessible, can be 
examined in detail to locate the losses and these may be corrected. 

A daily operating log of operations and rejections may be kept. A 
study of it, of the Stores Inventory, of the Process Inventory ,and of the 
Summary of Deliveries, will yield a good deal of interesting information. 

A material check results in the following: 


Predetermined Used from 

# Acetate Stores Rece. 

Pieces preformed: 50,000 @ % lb. per piece 6,250# 6,400# 
Excess Cellulose Acetate 150# @ .40 $ 60.00 








Scrap 6,000 pieces @ $1,095 $ 657.00 
Expected Scrap 4,000 pieces 100% .............06 .1095 438.00 
BRCOSS) SCLA ID si siyeccesvese ox csuacsssrs canis seanssaoantss 219.00 
Cartons 8000 Regular 80 — 
Used 100, 20 excess @ $.20 ............ 4.00 
Calculated Labor: 
50,000 Preformers @ .0075 ........ccccee $ 375.00 
44,000 Moldings @ .0150 ...........0.. 600.00 
40,000 Flash and 
Inspection @ 20050) ....0.100. 200.00 
8,000 Packed CD HOOTO- o5cicssscisvass 8.00 
(ESN. EO ig aes ae i OE a a PEA $1,183.00 
ACTUAL $1,549.00 
LOSS including that in Excess Scrap ........ $ 366.00 


Deducting Loss in Excess Scrap of $60.00 — excess labor above excess 
scrap equals $306.00. 


Thus far we have accounted for: 


Excess Molding Powder ............::.s:0ss000 $ 60.00 
EX GOSS HO CIR I scarce scssis soxscsnsedscsiskesasavessnses 219.00 
SiO ile MGASIGIS | isscocdssccsscescasscasesssvercasts sae 4.00 
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Huceaey Rabie = cecesccctacccstaceccensticee eee 306.00 
|) Ee Re eee ate $ 589.00 


It must be remembered that a burden of 80 per cent. of the actual 
labor was incurred. Therefore, for every dollar of excess labor we have 
taken into our cost of manufacturing 80 cents worth of overhead, or, in this 
case, 80 per cent. of $306.00 or $244.80. This, added to the $589.00 above, 
gives a total of $833.80 as compared with the $880.00 loss from operations 
listed in the Monthly Cost Analysis above. 

The example and analysis both represent a simple and hypothetical 
set of conditions, yet the development through actual practice is no more 
complicated than the sample outlined. As each succeeding month goes 
along, the analysis falls in place, and as new products are added, another 
block is added to the cost structure. However, in no case is the final struc- 
ture any more complicated or difficult to understand and maintain than any 
of the individual blocks, such as the one we have just discussed. 
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GENERAL ACCOUNTING 
By H. P. WRIGHT, R.I.A. 


ACCOUNTING II 


Question 5 
Given below is the trial balance of Munitions Ltd. (incorporated under 
the Dominion Companies Act) after the “operating” profit for the year 
ending September 30, 1944, had been computed and set up as a credit 
balance. (See item marked *.) 
Trial Balance as at September 30, 1944 


Cash Ont handh.c.es. cvecescrereutonraespuanideme neers $ 1,245 
MEWS Fir SN AR Net ooc oc ces oe cae cs caacecinas sca Ce eacenieane enna 706,485 
UNCC OMENS: TOCEEV AES oes csiicasccccccccscsericidedccscessasucens 6,473,368 
Reserve for bad and doubtful accounts ............ $ 123,070 
Investment in U.S. war bonds (cost) ..........0 495,000 
Inventories of manufactured and partly manu- 
factured products, materials, supplies ........ 9,040,086 
PGP OX OMS OG oi 5 -secessstecccstpessveassisrsveassae tie venntcs 337,127 


Deferred account receivable—Refundable por- 
tion of excess profits taxes as at September 


1p |.” SER eS Re Oe oe ee RPE Sriaee errnes 311,176 
Investments in other companies (at cost) ........ 566,242 
Bane. Cate Cost cei icitincaccnnnicdsacsmasun 1,851,379 
Buildings, machinery and equipment ................ 17,381,434 
Reserve for depreciation of buildings, ma- 
chinery, and equipment ...............cseseseeees 3,779,552 











COS! 





































Expenditure on plant re war contracts, subject 
to. Special depreciation: «.......:.<««.<« ~ 
Reserve for special depreciation of expendi- 
ture on plant re war Contracts ..............:0000 
Accounts payable ..... Ble de seates tees se tase daceeed ee 
Sundry accrued liabilities 
Deferred credits 
Dividend payable ......... sceowastess ear 
Reserve for repairs ..... ccanuksehcckacsectoncueasvcsnscessenss 
Distributable surplus seuiliins from appor- 
tionment of proceeds of issue of ordinary 
shares) ... EET NET ae PEPER 
Capital surplus arising from redemption of pre- 
ferred shares to September 30, 1943 ........ 
Surplus represented by refundable portion of 
excess profits taxes (as at Sept. 30, 1943) 
Earned surplus as at September 30, 1943 


Capital stock—Preferred 274,000 shares ..... 
Capital stock—Ordinary 365,800 shares ...... 
‘Operating profit before taking in to account 
the items which follow to the end of the 
Cee OS Tg Se eer eer eee 
Income front. ivestMeNts <<é.a.<é<00c:05.<0-000s000e0s00>% 
Fees of directors and executive committee 
Compensation of officers 
Legal expenses : ees : 
Norma! depreciation of buildings, machinery 
and equipment , 
Special depreciation of natidinks, machinery 
and equipment 
profits taxes er a 
Paid on account of income and excess profits 
Prior year’s adjustment of income and excess 
taxes for the year to September 30, 1944 
Premium paid on redemption of preferre 
shares during the year 
Dividends paid on preferred shares 


(a) The authorized share capital of the 
Cumulative redeemable 8.4% preferre 
rdinary shares of no par value. 


(b) The total liability for income and 
} 


balance. 
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4,612.843 
7,756,444 
332,238 
28,134 
142,480 
301,000 


710,019 
89,350 


311,176 
6,869,186 
6,850,000 
9,145,000 


5,458,838 

39,714 
6,970 
144,486 


20,374 
555,436 
1,279,979 
271,352 
700,000 


4,922 
575,400 





1 shares 


vear ending September 30, 1944, is estimated 
$305,400 is the refundable portion. Provision is to be made for the unpaid 


$46,549,644 $46,549,644 


The following supplementary information is available: 


company consists of 280,000 


f $25 each, and 645,800 


excess profits taxes for the 


at $2,361,000, of which 


(c) The buildings, machinery and equipment are stated in the trial 





843 
444 
238 
134 
',480 

,000 


),6019 
1,350 
,176 
L 186 


000 
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838 
714 
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balance at values appraised in 1930 by Appraisers Ltd. plus the cost of 
subsequent additions. 

(d) Inventories have been valued at cost or market prices whichever 
was lower, less reserve. 

(e) The market value of the U.S. war bonds at September 30, 1944, 
was $498,400. 

(f) A contingent liability exists at September 30, 1944, in respect to 
a claim for compensation of $1,168,000 which the company has been advised 
to contest. 

(g) As preferred shares are redeemed, an amount equal to their par 
value has to be transferred from earned surplus to capital surplus in accord- 
ance with Section 61 of the Dominion Companies Act. During the year 
ending September 30, 1944, the company has redeemed 2,426 preferred 
shares but has not made the necessary transfer from earned surplus to 
capital surplus. 

Required: Statements of profit and loss and of earned surplus for 
the year ending September 30, 1944, and balance sheet as of that date, all 
in a form suitable for submission to shareholders and complying with the 
requirements of the governing act. Particular attention is to be paid to 
form and arrangement. 


SOLUTION 


Munitions Ltd. 
Statement of Profit and Loss—Year Ending September 30, 1944 





Operatine OrOnb st. scisicisn oad atsieen meaner eee $ 5,458,838 
Add: Income from investments 39,714 
5,498,552 
Less: Fees of directors and executive committee $ 6,970 
Compensation Of Off1CETS: ........6..0ssseesessasersasees 144,486 
BGG all OR ONGC Se 505 cccsces siptisiivaidesntccadencactecesaers 20,374 
Nosmal GEpreciation:  6..cccistetccscscccssscacasessscanse 555,436 
Special depreciation: .<...ciiesecisccscssstansevrssessenene 1,279,979 2,007,245 
Net Profit before income and excess profits taxes ......ccccccceeeeeeee 3,491,307 
Less: Income and excess profits taXeS ...........cccccccccccsscceccsssseseees 2,361,000 


ed 


Net profit catried-to earned sun pls: .cic.cscscscceccsscsseccecessssusseavscatesvees 1,130,307 
Statement of Earned Surplus—Term Ending 


September 30, 1944 


Balance: as at September: 30). $943 x ocs.csescacteccccesackcnscessdetndvascccestcss $ 6,869,186 
Adds: Net Profit for the: yeatccicccdcactiacdsaciiacskiaeuene 1,130,307 
7,999,493 
Less: Prior year’s adjustment of income and ex- 
COS EO MES CRASS. coveccsscaaceseecnease eure $ 271,352 
Premium on redemption of preferred shares 4,922 
Dividends on preferred shares .........:.c000000 575,400 


Transfer to capital surplus re redemption 
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OF \PLELCENER SRAGES: << csccscccsyexsevensessosesesss 60,650 


912,324 





Earned surplus as at September 30, 1944 ..0........csssessscsscessssssesees 


Balance Sheet as at September 30, 1944 


Current Assets: 





ECTS NFO): a ee a $ 1,245 
ROAD WEA MINERAL As coc 08 seeac ch ah ge poate oacinieeececorieees 706,485 
Accounts receivable .............00 $ 6,473,368 
Less: Reserve for bad and 
doubtful accounts .......... 123,070 
——_—. 6,350,298 
Inventories of manufactured and partly manu- 
factured products, materials and sup- 
plies valued at the lower of cost or 
PAPROE UCAS LOCO VE Yo oncsccscc etssdstdcienconeer 9,040,086 
PEPIN E GE RINNE cose scaticcccaceunasenasneoxdcnosespioess 337,127 
Investment in U.S. war bonds at cost 
(market value, $498,400) .........0.ccccssccoses 495,000 
Fixed Assets: 
EWE MENCIIND eisicsscatcsscsnvesscagessca cestode Redevaciervstes’ 1,851,379 


Buildings, machinery and equip- 
ment, as valued by Ap- 
praisers Ltd. in 1930, plus 
cost of subsequent addi- 
RNR acces ieasedcncuas veo ai cy ened teks $17,381,434 
Less: Reserve for depreciation 3,779,552 
a 
Expenditure on plant re war 


COUNTIES |: ass eacdccsrsccisicieaszivns 5,827,183 
Less: Reserve for special de- 
SAGO GLMPIB OD) occ scecccecsseesensesteerers 4,612,843 
nme  %reee 
Other Assets: 
Deferred account receivable — Refundable 
portion of excess profits taxes ..........0. 616,576 
Investments in other companies (at cost) 566,242 
Current Liabilities: 
PECONIES AIAY AIG: <o5.ccosucascseseavesceespadvevsasedestevscise $ 7,756,444 
Sundry ACCOUEd LIADINITIOCS. -......c5ccccscsiiascssosscacs 332,238 
PROT GLROA CREE scccds cc ccscpnsccdeck sastennivececssevcssavevsnss 28,134 
TOT GRACR SAVANE ei. coscicss copes ccesccaé Reena escixecene 142,480 
Reserve for repairs. ................ Pedicseumpactnenens 301,000 
Provision for income and excess profits taxes 1,661,000 
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$ 7,087,169 


$16,930,241 


16,667,601 


1,182,818 


$34,780,660 


$10,221,296 
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Capital and Surplus: 
Share Capital Authorized: 
280,000 cumulative redeemable 
8.4% preferred shares of 


GA CMGI asics eaccsstansciestcecdeasit 7,000,000 
645,800 ordinary shares of no 
par value. 
Share Capital Issued and Outstanding: 
274,000 preferred shares. ........ 6,850,000 
365,800 ordinary shares .......... 9,145,000 
=== $5995 000 
Distributable surplus—resulting from appor- 
tionment of proceeds of issue of ordin- 
REV SARC oce.s cverscccstevsdenrcsssasrccaseoreseaaeatiake 710,619 
Capital surplus resulting from redemption of 
PEGLOLEG: SHALES ceccscssicessiguscerivccaceecectecesense 150,000 
Surplus represented by refundable portion of 
CRGOSS DEOINS CARES sasccasvcseceessssescctiescceceats 616,576 
Bechtel Serre lee sss csesvack cascscescacseavececntesereretes 7,087,169 
24,559,364 
$34,780,660 


Note: A contingent liability of $1,168,000 exists in respect to a claim for 
compensation which the company has been advised to resist. 
Comments 

Students were informed that this was a “Dominion Company”; that 
the statements were to be in the form to comply with the requirements of 
the governing act; and that particular attention was to be paid to form 
and arrangement. 

The question itself was comparatively simple and there was little 
difficulty in the actual balancing of the statements, although it was apparent, 
that certain students were not conversant with the ‘form and arrangement” 
or with the Profit and Loss Statement commencing at the OPERATING 
PROFIT BEFORE TAKING INTO ACCOUNT THE ITEMS WHICH 
FOLLOW TO THE END OF THE TRIAL BALANCE. (See star in the 
question above.) 

This has all been given careful attention in our course and, to those 
students who experienced trouble, it is suggested that they make a careful 
review of Sections 112 and 113 of “An Act Respecting Dominion Com- 
panies’, commonly referred to as “The Dominion Companies Act”. 


Student Section, November, 1945 


One of our students in the Province of Alberta has written in relative 
to my comments “prepaid expenses’ and ‘deferred charges”. 

The Institute of Chartered Accountants reported a Committee on 
Accounting Terminology in the latter part of 1934 under the capable chair- 
manship of Mr. John Parton, F.C.A., of Winnipeg, and, by the summer of 
1937 a section of the Institute's magazine was given over to a Terminology 
Department. The following is quoted from that source: 

“DEFERRED CHARGES: Expenditures made by a company or 
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corpuration which result (usually) in intangible benefits, these being 
either continuous or of indefinite duration, e.g., preliminary expenses 
on incorporation, moving expenses, etc. Such and similar expenses 
are usually extinguished by appropriations as profits afford.” 

PREPAID EXPENSES.” A term used on balance sheets to repre- 
sent that portion of expenses paid in advance the benefits from which 
are still to be obtained. It should only be used in connection with 
expenses which cover a definite period of time, and which thus will 
be charged into profit and loss within that period of time; and for 
such part of that time as falls within a year from the date of the 
balance sheet, they may be included among current assets. Examples 
are rent paid in advance, unexpired insurance premiums, etc. Items 
which carry over more than a year should be stated separately or shown 
as “deferred charges’ (q.v.), which are not ‘‘current’’ assets. 


COST ACCOUNTING 


By A. V. HARRIS, C.A. 
Problem 

The Roller Company completely manufacture a series of small articles, 
and their accounting system is arranged such that the manufacturing costs 
are controlled through job cost sheets. Raw materials are likewise under 
complete control. 

Some of the monthly entries which concern the Company’s material 
transactions are as follows :— 

1. Adjustment of stores shortages or overages, as determined by stores 
iuditors, for raw materials actually on hand compared with material 
theoretically on hand. 

2. Recording of spoiled material taken into stores at a nominal figure, 
subsequently disposed of at a small profit. 

3. Materials returned to vendors as defective. 

1. Freight prepaid on material returned re No. 3. 

5. Stores Materials requisitioned to jobs. 

6. Small suppiies requisitioned out .of general stores for use in the 
office. 

7. Materials ordered for special jobs which are placed directly into 
production without going through the stores. 

8. Materials previously requisitioned to jobs, returned to stores as not 
required. 

In respect to each of the above: 

(a) Submit in journal debit and credit form the General Ledger entries. 

(b) Describe in detail any additional entries which would be required 
to maintain subsidiary records. 

Solution and Comments 
A. Journal entries in the General Ledger would be: 
(1) (a) Store adjustments Ha 
Stores —_—_—_—_ 
To write off shortage in stock. 
or 
(b) Stores 
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Stores adjustments 
To set up overage in stock. 


(2) (a) Stores 


(3) 


(4) 


(5) 


(7) 


(b 


~— 


(a) 


(b) 


(c) 


(a) 


(b) 


Manufacturing Expense—Spoiled 
Materials 
Work in Process 
To set up in stores at nominal value, 
charging overhead expense with loss, 
and crediting Work in Process with 
the cost of material spoiled. 
Accounts Receivable 
Stores 
Manufacturing Expense—Spoiled 
Materials 
To record sale of goods at profit. 
No entry 
or 
On receipt of a credit note from 
supplier a debit and credit contra to 
records the goods in and out 
or 
Stores — 
Vouchers Payable 
Vouchers Payable —_—_—_—— 
Stores 
Recording receipt of goods and 
their return to the supplier on being 
found defective. 
Accounts Receivable —--- 
Vouchers Payable 
Invoice of Transportation Co. 
charged back to supplier. 
Work in Process wa 
Stores 
Material requisitions summary for 
goods put in process. 
General Office Expense 
Stores 
Sundry supplies requisitioned by the 
general office. 
Work in Process - 
Vouchers Payable 
or 
Stores _- 
Vouchers Payable 
Work in Process 
Stores 
If the system required the recording 
through stores of all materials, the 
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“(b)” entry would be made, rather 
than the “(a)” entry. 

(8) Stores 

Work in Process 
Credit requisitions for period. 

B. (1) In the perpetual inventory records, entry would be made on the 
appropriate debit or credit side of the sheet to record the stores 
shortage or overage—the description to be such that the account indi- 
cates the entry is made on account of a physical audit. 

The perpetual inventory record would record the receipt of the 
goods from production—say so many Ibs. at nominal value of $1.00. 
Notation might or might not be made as to the original cost of 
the material spoiled. On disposal of these goods, the stores record 
would be credited at the same nominal value, and again sale price 
might or might not appear as a memorandum. The job card for 
the order in question would show credit for the amount transferred 
out of Work in Process. In the Accounts Receivable subsidiary 
ledger, the individual charged would be debited with the sale price 
of the goods. 

If entry were made in respect to this transaction, it would appear 
in stores as a debit and credit contra, assuming of course the goods 
were returned immediately upon their receipt. 

(4) This item would be charged back to the supplier in the Accounts 
Receivable subsidiary ledger, or might under certain circumstances 
be applied against other items which had been vouchered in favour 
of the supplier. 


In the perpetual inventory records, respective material accounts 
would be credited for material withdrawn and in job cost sheets, 
respective jobs charged. 


Perpetual inventory records would be credited for material trans- 
ferred to general office. 

If the Company permitted direct material charges to job cost sheets, 
entry could be made direct to the proper sheet. If, however, the 
system required all material to be recorded through stores, whether 
it entered the stores premises or not the memo debit and credit entry 
in the perpetual inventory records would also be required. 


This entry is a reversal of the entries described in No. 5, and would 
show a debit on the stores perpetual inventory record and a credit 
on the cost sheet. 


It is with profound regret that we announce the death of 
A. P. “Bus” Ford on Friday, November 23rd. Bus was employed 
by Auto Specialties Ltd., and was a very popular member of the 
Windsor Chapter. His untimely passing will be keenly felt by the 


many who had the pleasure of associating with him. 


a Oe a aa a a ena ee aamm. 
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